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GERMANY’S FADING CREDIT. 





When the present war broke out, many rash prophecies were made about its probable economic 
consequences. Now that the contest has lasted well into its second year, it is possible to judge not 
only of these prophecies, but of the actual economic position. All the belligerents have been forced 
to alter their economic life in the direction of concentrating industry upon the one work of producing 
munitions of war. Iinancial difficulties at home have been successfully avoided in practically all the 
countries now at war, so that it is only in neutral countries that a just estimate of the respective credit 
of the belligerents can be formed. In recording the neutral estimates of German and British credit, 
the country in which the comparison seems fairest is Holland, which is separated only by a land 
frontier from Germany, and by a comparatively short sea passage from Hngland. ‘Thus it is of 
interest to describe the course of the exchanges in Holland on London and Berlin, which show the 
market value of British and German currency expressed in Dutch money. 

While during the first fourteen months of war German currency had only depreciated in Holland 
by 14°7 per cent., between October 1st and December 31st, 1915, this depreciation had increased. to 
28°7 per cent.; and after increasing to over 32 per cent. early in January, 1916, the depreciation 
in the value of German money towards the end of March, 1916, still exceeded 29-0 per cent. This 
depreciation may be stated in another way, namely, that a German buyer of Dutch goods who would 
have paid 100 marks for them before the war, had in February, 1916, to pay 140 marks for the same 
goods at the same prices. 

Moreover, the relatively rapid depreciation in the value of German paper money during the last 
quarter of 1915 has a moral of its own. It is acknowledged by economists to indicate that the 
inilitary activity of the Germans in that period, and during the early months of 1916, was only made 
possible by the suspension of productive industry in Germany, which suspension involved the virtual 
collapse of the remains of the German export trade. And as the German public’s confidence had been 
constantly fed by the weekly increase of gold held by the Reichsbank, (derived to a large extent, 
directly or indirectly, from raids on the store of that metal held by the Austrian State bank, which no 
longer publishes its accounts) the German financial authorities seemed to be precluded by fear from 
employing the honest remedy for their troubles, namely free export of gold. 

The following table shews the extent of depreciation in German money in Amsterdam week by 
week: since October 1st, 1915. The actual quotations are first given, expressed in the number of 
florins which would be given for 100 German marks, and after them the extent of depreciation on a 
percentage basis. 
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The lowest point hitherto touched by the German exchange in Amsterdam was 39°75 on 
January 6th, 1916. 
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It might be urged however, that a certain amount of depreciation of a belligerent country’s 
currency in a neutral city is inevitable, and that even British credit has not emerged from the ordeal 
unscathed. This seems quite true, but the following chart shows that British money has depreciated 
to a very much smaller extent than that of Germany, even though no loans (such as the Anglo-French 
loan issued in New York) have been put out in Amsterdam to maintain the value of sterling exchange. 
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The rales refer (o the last working Gay of each month 


That the German authorities recognise the seriousness of the situation is shown by the fact that, 
since the end of 1914, the publication of foreign exchange rates in the German papers has been 
officially prohibited. Moreover, while Finance Minister Helferrich in August, 1915, considered the 
depreciation of German currency abroad as unimportant, subsequent actions of his Government have 
belied his fair professions. As from January 28th, 1916, free dealings in foreign exchange in 
Germany were forbidden,~and such transactions can now only be arranged through the Reichsbank. 
Notwithstanding this effort to control the matter, figures given above shew that, after a temporary 
recovery, the decline in German credit has begun again. 
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